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State of Wisconsin
2007 - 2008 LEGISLATURE 1o/,

2007 BILL

25.17 (65); to renumber and amend 25.01, 25.17 (3) (b) 4.,25.17 (3) (dg) 1. and
25.17(3) (dg) 2.; to amend 25.14 (1) (a) 1., 25.14 (5), 25.15 (2) (intro.), 25.15 (2)
(a), 25.15 (3), 25.16 (4), 25.17 (1) (r), 25.17 (2) (a) to (e), 25.17 (3) (a), 25.17 (3)
(b) (intro.) and 3.,25.17 (3) (b) 5., 25.17 (3) (ba), 25.17 (3) (bd), 25.17 (3) (f), 25.17
(3) (g), 25.17 (5),25.17 (6), 25.17 (7) (a) and (b), 25.17 (10), 25.17 (12) (a) and (b),
25.17 (70) (intro.), 25.17 (70) (b) (intro.), 25.17 (70) (d), 25.18 (1) (e), 25.18 (1)
(0),25.183 (1) (a) 6e.,25.183 (1) (a) 6m. a. and 560.08 (2) (m); and to create 25.01
(2),25.14 (1) (a) 19. to 23., 25.156 (10), 25.17 (1) (eq), 25.17 (1) (jt), 25.17 (1) (vb),
25.17 (2) (g), 25.17 (3) (b) 4. b., 25.17 (63) and 25.182 of the statutes; relating

to: investments and operations of the State of Wisconsin Investment Board.

Analyszs by the Legzslatwe Reference Bureau =
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@/ Under current law, ;Wff@ has authorlty to manage and invest Wisconsin ’\/7
Ve Retirement System contrlbtftmns which comprise the public employee trust fund.
A core retirement investment trust (core trust) and a variable retirement investment
trust (variable trust) are maintained in the public employee trust fund. SWIB may
invest assets of the core trust and the variable trust in specific classes of investments

enumerated by statute (authorized lists). /
Under this bill, instead of its investment authority being limited to the
authorized lists, SWIB may manage the money and property of the core trust and the
variable trust in any manner that does not violate SWIB’s standard of responsibility.
However, SWIB must continue to invest assets of the variable trust primarily in
equity securities. SWIB’s standard of responsibility is: (1) to manage the money and
property with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent person acting in a similar capacity, with the same
resources, and familiar with like matters, exercises in the conduct of an enterprise
of a like character with like aims; (2) to diversify investments in order to minimize
the risk of large losses, unless under the circumstances it is clearly prudent not to
do so, considering each trust’s or fund’s portfolio as a whole at any point in time; and
(3) to administer assets of each trust or fund solely for the purpose of ensuring the

fulfillment of the purpose of each trust or fund at a reasonable cost and not for any ‘

other purpose. also v

7% The bill | akes minor modlﬁcatlons to SWIB’s statutory standard of <*%
responsibility Wltfl respect to termmology and interaction with other statutor;g,/

~/

] n SVVIB”S statutaxy st ) Tdard 0«\
ility applies in mvenghlﬁi’:ﬁ?lcals ciety funds. Lfnder anather excepﬁ 1
q/ in certain instances where 8 has mana ement authorlty over an entity’s’a ass; ts {
but t}( /gntlty has auffio»nty to dlrec}f };hé terms ands ‘conditions 6f
‘investments, SWIB is reh’éved of its statutory standard-of respons1biﬁiv 4 f
> »@/ Under current law, the building commission may direct that moneys
resulting from certain public debt be deposited in funds or accounts created or
designated by a building commission resolution. Moneys deposited or held in these
funds or accounts may be invested in any obligations specified by a building
commission resolution. This bill explicitly authorizes SWIB to manage these funds
and specifies that SWIB must invest these funds as provided by the building
commission resolution and, in doing so, is relieved of its statutory standard of
Wmmm
4. The bill requlres SWIB if reM d by the ‘the Health Insurance |
Rlsk—Sharmg Plan Authority (Wﬂuﬁhomty) to invest funds of the HIRSP
Authority in the state- inves t fund (SIF).
W, SWIB may invest the funds included in the SIF in loans

secured by U.S.-government oblzgafmaahawng a maturity of five years or lessif the
princi mount of each loan does not exceed 98 percent of the market value ofthe |
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collateral. This bill modifies this myestﬁgnt authonty and authorizes SWIB to.

invest the ﬁﬁﬁ‘lneluded in the- STFin loans, including reptu;chas greements, that

are collateralized b ,wfﬁmcl\sses of authorized 1nvest$e/u,t>s:’if the market valuei

% of the collateralsecurity is at least T02 percent of the principal amount of the loar}f
| or an-amount estabLhedby“SWiBbyﬁﬂe ——

e e

A SIS S~

- B-<Thebill specif %ﬁfa@zm@&wﬁe’ﬁwmmmwf inaneial-
::; @W’fﬁfa@éy‘f&ﬁéﬁmg%u&neé@%ﬁkfﬁtﬁtw -the¥nited Statesrathert

“this-state-er-the-United=-States.| The blll also :
; 540 SWIB’s mvestment authorlt}

- The bill spe‘”‘i’ﬁés that provisions of ¢ui

publlc officers and employees also apply to the members of SWIB (SWIB trustees),

including provisions related to payment of judgments against public officers or

em lo ees acting in their official capacity or carrying out public duties.

| The bill clarifies that ce yﬁa&n statutorily.c createa funds are not included 1n§
% the S\IF.\% L P |
!

E

9. Cur?em law requires SWIB s executive dlrecto‘r;, chief investment officer, and \
each investment dn: or to file a bond for the faithful perforrpaﬁce of that person’s 3‘
i duties in an amount ré‘qu;red by the SWIB trustees. Thi /s,b;}l clarifies that SWIB’s 1
| trustees may-decide not to require a bond in any amourit. \
10. TI%L bill modifies tfeqé\chedule for a certa ] Henmal re\‘@rmng requirement
@LQMB relatmg to investments in this state,.~~ ——
~The bill includes aéﬁltlﬁnaLMangeg to_clari ‘M
"‘w g/mtorymanvmﬁ asnonsubstantive and

K‘:.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

////“”’SECTION 1. 25.01 of the statutes is ren/pmbered 25.01 (intro.) and amended to

read:

25.01 Mﬁeﬂ@flmt-}on Definit»i”’éhs. (intro.) In this chapter, unless the context

S,
S,

requires otherwise;:

S<
(1) “Baard” Iye@ms fh@ mvestment board.
SECTION«Q 25 01 (2) of the%atutes is created to read:

25,@1 (2) “Fund,” when referring é&peraﬂy to funds included under s. 25.17 (1),

4‘"’%
§ mgl"u.des atrust. N

o

|
/
|
[
|
§
\
|
!
|
!

) =
i

\ SECTION 3 2514 (1) (a) 1. of the statutes is amended to read: %
ﬁ 25. 14 {%& (a) 1. The state life insurance fund. g

4 TSRO
B ./x’ «.,% SO

i,
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F’”’“"*“QMMW TTe— e
f SECTI (1) (a) 19. to 23. of the statutes are created to read:
/ 25.14 (1) (a ‘9. _The local government property insurance fund. |
/ N

; 20. All funds of the historical soc1ety g;mt are available for investment as
g;;determ:tx;c—*:d by the society under s. 25. 1’7,{‘3) ().

t 21. The\envn'onmental 1mplprement fund.

22. The traqsportatlon mfrastructure loan fund.

23. The veteraﬁs}brust fund.

SECTION 5. }5/ 14 (5\@5 the statutes is amended to read:

5 25.14 L55/ The assets of“the state investment fund shall be invested as

! ppesef;bé/é authorized by 8. 88. 25.1 (@ (b), (ba), and (bd), 25.18, as applicable, and
i

R —————

| I———

| /25: 83. _ N
SECTION 6. 25.15 (2) (intro.) of the statutes is amended to read:
25.15 (2) STANDARD OF RESPONSIBILITY. (intro.) Except as provided in s. 25.17
(2) & and (3) (¢), the standard of responsibility applied to the board when it invests
manages money or and property shall be all of the following: |
SECTION 7. 25.15 (2) (a) of the statutes is amended to read:
25.15 (2) (a) To invest,sell;reinvest-and-colleet-income-andrents manage the

money and property with the care, skill, prudence and diligence under the

circumstances then prevailing that a prudent person acting in a similar capacity,
with the same resources, and familiar with like matters exercises in the conduct of

an enterprise of a like character with like aims.

¥

CTION 8. 25.15 : ¥%6f the statutes is amended to read:

25I5 EXEMPTION. Seetion-881-01 Except as provided in s. 25.17 (3) (¢), ch.

I

25 /% SECTION 9 25.156 (10) of the statutes is created to read: R\

‘pply to investments by the board. .
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1 25.156 (10) The provisions of s. 895.46 (1) apply to the members of the board.
2 5W1§E'E6§IBM 25.16 (4) of the statutes is amended to read: “fw»\ :
3 1 25, 16 (4) The executlve dﬁector shall take the official oath and the executive é
4 % director, chlef' mvestment ofﬁcer and each investment director shall file a bond for 1
5 i% the faithful perfo;mapce of that person’s duties if, and in such amount and with such
6 § suretles as the memb;ré* of the board require. B ) B W«;»fg
7 g'é&:; SECTION 11. 25.17 (1) (eq) of the statutes 1s/9ré;ted to read: ?
8 § 25 17 (1) (eq) Environmental 1mprovggént fund (s. 25.43), but subject to sub. %
9 | @@; )
10 i SECTION 12 25 17 (1) (jt) of the statutes is created to read: g
11 25.17 (1) Gt) Me‘dlatlon fund (s. 655.68); %
12 SecTION 13. 25.17 }1/%1’) of the statutes is amended to read:
13 2517 (1) (v) St;fte housmg authorlty reserve fund (s. 25.41), but subject to sub. g
4| @y j;"j %\K z
15 SECTION 14. 25.17 (1) (vb) of the sf\tutes is created to read: %
16 | 25 37 (1) (vb) Transportation mfrastruc\i?ts.ge loan fund (s. 25.405), but subject }
17 {i to-s }ﬂ) (2) (e); R }
18 2 : SECTION 15. 25.17 (2) (a) to (e) of the sgngutes are amended to read:
19 i 25. 1’7‘«(2) (a) Invest Have authorltvjto invest any of the funds specified in sub.
20 (1), except operatmg funds, the cap1t,ai 1mprovement fund and, the bond security and
21 redemption ﬁmd ghe mdustm al building construction loan fund, and any
22 edemgtzoﬂ fund estabhshed under s. 18.561 (5) or 18.562 (3), in loans to the
23 Wlsconsm University BﬁlldlﬁgComoratlﬁn the Wisconsin State Colleges Building E
24 | Corperatmn orthe WISCOHSHI State{‘ubhc Building Corporation, but only if the loans g
25 ?

are secured by mertgages upon proﬁ@rﬁy owned by the respective corporations
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.?

\ producmg sufficient income to retire the mortgage over the term of the loan o /{r are

secured by the pledge of rentals sufficient in amount to retire the mdebtedngss The
/

board shall make no loans to any building corporation described in th}s’%ubsectmn
excepi\;nder the conditions prescribed in this paragraph, or exc&){ as otherwise
provided.in par. (b). These loans shall be made only when in thg judgment of the
board it is ﬁq\the interest of the funds to do so, except that lo&ns made under par. (b)

shall be made‘%at the direction of the building commlssmn

(b) Invest T?{ave authority to invest the state bu1}ﬂmg trust fund in loans to the
Wisconsin State Pu‘%;ahc Building Corporation, to thé/ Wisconsin University Building
Corporation, and to thg Wisconsin State Colleges Building Corporation. Except for
interim loans for construg:tlon or other tgmporary financing for the purchase of
lands, planning, including both eng"meérmg and financing, and all other expenses
incidental to any of the foregomg 1oans under this paragraph shall be secured by a
pledge and assignment of net reveﬁpes derived from the operation of buildings by the

borrowing corporation on Ian&s leaé@d or conveyed to the corporation. Any loan

under this paragraph shall be made upog the direction of the building commission,

and the board is reheveg of any obhgatmn% relevant to prudent investment of the

4

fund, including those; set forth under s. 25.15 ?22

N\
(¢) Invest the State Housing Authority f“aserve fund as directed by the

Wisconsin Housapg and Economic Development Authmgty in housing rehabilitation
loan program bonds of the authority including subordma@d bonds that may also be
special Obhga ions of the authority. In making the inv. estmen%xthe board shall accept

the terms and conditions as the authority specifies and is rehev\éq of any obligations
f

relative;i‘elevant to prudent investment of the fund, including th(;\s*a&set forth under
' \

ch-881 5. 25.15 (2) \

£
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~

i

(d) Invest the environmental improvement fund, and collect the principal andz
mterest of all moneys loaned or invested from the envxronmental improvement fund,

as dlrectgd by the department of administration’ under s. 281.59 (2m). In making

#~ #
7

investmenf”saunder this paragraph, the board%hall accept any reasonable terms and
conditions that the department of admimstratlon specifies and is relieved of any
obhgatlons relevant to prudent 1nyestment of the fund, including those set forth

under ¢h-881 s. 25.15 122

‘s

(e) Invest the transporfa;clon infrastructure loan fund, and collect the principal

’%;

and interest of all mon‘eys loaned or | mvested from the transportation infrastructure

.f

loan fund, as dlrected by the department of administration under s. 85.52 (4m). In
making 1nvestmgnts under this paragraph», the board shall accept any reasonable

terms and condltlons that the department of ad?xgmstratmn specifies and is relieved
;"

of any obl}gatlons relevant to prudent mvestment\b{ the fund, including those set

o
i
TR

forth yﬁder ch.8815. 25.15 (2). :

PO

SEcTION 16. 25.17 (2) (g) of the statutes is created to read:

25.17 (2) (g) Notwithstanding any other provision of this chapter, invest any
funds that the building commission directs the board to invest by resolution under
s. 18.04 (6) (c) as specified by such resolution. In making investments under this

paragraph, the board shall accept the terms and conditions specified in the

-

resolution and is relieved of any obligations relevant to prudent investment of th\e//

fund, includihg those set forth under s. 25.15 (2).

SECTION 17, 25.17 (3) (a) of the statutes is amended to read:

iy

25.17 (3) (a)kmmﬂmmmm Have”

s o

¢, fund, local government property insurance fund

émﬁ state life ifansbnds,

veterans trust fund, and injured patients and families compensation fund in loans,
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securities, and any other investments authorized by s. 620.22, and in bonds or other
evidences of indebtedness or preferred stock of companies engaged in the finance

business whether as direct lenders or as holding companies owning subsidiaries

engaged in the finance business. lnvestment—speym}tted»by—sub—@afe—pemmtbeé

—— Mmaw»sw

“ i ] - 1 . @,;ww““m’“””wmﬁw o125 ﬁk .
5 v ) fy

@ﬁoﬁ“ﬁ 25. 17 (3) (b) (intro.) and 3. of the statutes are amended to read:

\25 17 (3) (b) (intro.) Invest Subject to par. (dr), haxre authority to invest any of

the funds over which it has investment authorlty, mcludmg but not limited to the

}
I

%,,% f’

state 1nvestment fund and surplus funds of the skate building trust fund not 1nvested

f

under sub. (2) (b) and not in the state 1nvestment fund, in:

X,'\» /
3. i /jf : ial-i Debt instruments

f'

maturing within 5 years or less from the date of settlement and having one of the 2 |

highest short-term ratmgsxglven ’f)y anationally recognized statistical rating serviee \
organization, but if the eerpg%a%}en entity issuing such netes debt instruments has

any long-term senior deb,t issues outstandmg which also have been rated, the rating

must be one of the 3 highest ratmgs so glven

SECTION 19 25 17 (3) (b) 4. of the stéi:utes isrenumbered 25.17 (3) (b) 4. (intro.)

and amended tf) read %‘a&

“
%ﬁ:

25. 17 (3) (b) 4. (intro.) Certlﬁcates of deposxﬁ“issued by bankslocated any of the
followmg %

A
g Banks doing business in the United States and by savings and loan

assamatmns, savings banks, and credit unions leeated domg%_“1:;msmesQ in this state.

SECTION 20. 25.17 (3) (b) 4. b. of the statutes is created to read /

D e Y

5\ {355??55'%

]
i
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f'

25 17 3) (b) 4. b. Solvent ﬁnanmal institutions domg business in this state.
The board shall establish guidelines that a financial 1nst1tﬁt10n must meet to qualify

{f
s
£

as selvent under this subd. 4. b.
SECTION 21. 25.17 (3) (b) 5. of the statutes 1& amended to read:
25. 17 (3) (b) 5. Bankers acceptances accepxed by banks leeated doing busmes |
in the Umted States.
SECTION 22 25.17 (3) (b) 7. of the st’atutes is repealed.
SECTION 23 25 17 (3) (ba) of the statutes is amended to read:
25.17 (3) (ba) anest Have auﬂmrlty to invest the funds included in the state
4 in loans upen collateral seeurity-in-the form-of

investment fund

including repurchase agre ’i}ents that are collateralized by investments authorized

by sub. (3) (b) where the market value of the collateral security is not less than 102
percent of the pr1nc1pal amount of each such loan doesnot-exceed 98% of the market
valueef—s&eh—eella%eaz&Lsee&th or such other amount as the board may establish by

rule.

SECTION 24 25.17 (3) (bd) of the statutes is amended to read:

25.17 (3) (bd) Have authority to mvest any funds includable included in the
state 1nvestment fund in loans, securities, or mvestments which are in addition to
those permltted under any other statute but@ Wlthln the board standard of
responsztblhty under s. 25.15 (2). The total ameunt of loans, securities, and
mveﬂtments made under this paragraph may not exeeed 10% 10 percent of the
aggregate value of all funds ineludable included in the state mvestment fund under

2
%,

5—25—4:4»(—19 at the time that the investment is made. %
SEcTION 25. 25.17 (3) (bh) and (d) of the statutes are repe&led
X’%
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BILL SECTION 26

P i

: i -
‘ K SR B0 f .

\i SECTION 26. 25.17 (3) (dg) (intro.) of the statutes is repealgd
%ECTION 27. 25.17 (3) (dg) 1. of the statutes is renumbereﬁf 25.17(3) (b) Im. and

amendedx\to read: fj
25. 17 (3) (b) Im. Direct obligations of %he—UmteéfSia%e&&n&e&ageﬂeies—ef—and
j‘

x,, . . .
vholls 74 Led-Stat ;f : : federal

land banks, federzal home loan banks, the centralff)ank for cooperatives, and banks

for cooperatives or unmcorporated cooperatlve"[ associations-international bank for

N/
SEcCTION 28. 25.17 (3) (dg) %/.’fgf the statutes is renumbered 25.17 (3) (b) 7m. and

amended to read: /N

;* %

25.17 (3) (b) Tm. Corr}mermal paﬁgr maturing within one year or less from the

date of investment anc/l;‘ rated prime bj% the-national-eredit—office a nationally

recognized statistical rating organization, &‘the issuing corporation has one or more

long-term senior t}g’ét issues outstanding, each of which has one of the 3 highest

ratings issued by/

/ ‘x
nationally recoggf ized statistical rating organization,

SECTION 29. 25.17 (3) (dg) 3. of the statutes is repealed.
SECTION 30. 25.17 (3) (dm) of the statutes is repeaié@

S@CTION 31. 25.17 (3) () of the statutes is amended to ad

2/5 17 (3) (f) Every Hold every investment shall be-held as a \a\asset of the fund

;

by which it is purchased and, except as otherwise provided by law,\iloss or gain

I — AN ;
[ S 5, /
/j

e e st

s e
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f@(}}r 382, 25.17 (3) (g)ofthe statutes is amended to read: ;fj \\%
/

25 17 (3) (g) All Have under its management and control all ]ﬁ’é;s securltles 4

’*a

5
!
énd othéy investments in which moneys of any such fund, 1nc1udmg the general fund,
h

----

re 1nvesteﬂ S

v

SECTION‘ 33 25.17 (4) of the statutes is repealed. /"'
SECTION 34 25 17 (5) of the statutes is amendefi t() read:

25.17(5)

retirement investment trust shalibgfmvested created under s. 40.04 (3) primarily in

equity securities that shall m __gy’ %nclude common stocks, real estate or other
recognized forms of equltles Whether or not subject to indebtedness, including
securities convertible into ;:ommon stocks and securities of corporations in the
venture capital stage. Thé board may, hewever temporarily invest assets of the
variable retirement mvestment trust in mves%;ments that are authorized under sub.

(3), but the assets s0, temporarﬂy invested shaH be replaced by equity securities at

the earliest time c:on51dered by the board to be ,pracncable considering the then

existing conchtlon of the securities market and other mﬂuentlal factors. Investments

SECTION 35. 25.17 (6) of the statutes is amended to kgad
25 1’7 (6) Notwithstanding any other statute, have authg_‘glty to make transfers

from the variable retirement investment trust to the core retlrement investment

RS
E——
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BILL SECTION 35

W‘\

\arust under S. 40 04 (7 ) maybe—made in cash or secur1t1es or both as detern}}ﬁed by

!
5
i
|
s
|
|
§
;
]

|

between it and,‘the board. \

of, or trangferred to nominees of, one or more banks or trust ¢

thé board. The board shall determine market values for securities in t}ae variable
retu;ement investment trust as of the close of business on the lasf jworkmg day
precedmg a transfer. If securities are transferred, to the extent defermmed feasible
by the board a proportlonate amount of all securities in even hundreds of shares of

stock or even thousands of par value of bonds in the varlab}e retlrement investment

trust shall be transferred The board may hold or sell the transferred securities as

it determines appropmate considering market and economic conditions. Any

SECTION 36. 25.17 (7) (a) and jEb) of the statutes are amended to read:
25.17 (7) (a) Mortgages on real esiate outside of this state may be made to, and

the title to real estate outs1de of this stat‘e may be acquired in the name of, a trustee
under a trust agreement bgtween the boar‘g and a bank, credit union, savings and
loan association, savingg’bank; or trust coﬁgany organized under the laws of the

may be asszgned dr conveyed to the trustee under af}\approprlate trust agreement

(b) Log,ns, securities, and investments may be purcﬁ‘ai:d or held in the name

mpanies meeting the

/ 3 K‘“
| requirements of this seetion paragraph under a custodial agresment between the

i
i



e e R - T ) S

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

k oard and each such bank or trust company. Any such bank or trust company shall 1

invesi;zélent fund.
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BILL SECTION 36

T - e
it \\

e i

be orgamzed under the laws of the United States or any state thereof and any such

bank or trust company not leecated doing business in Wisconsin shall have acombined

caprtal surplus and undivided profits of at least $100,000, 060 Foreign loans,

secuntles and investments may be purchased or held in thgname of, or transferred

to nominees o Qf foreign sub-custodians of any such bank or trust company.
SECTION 3*7 25.17 (10) of the statutes is amended to read:

25.17 (10) If 2 building constitutes any parif of the security for a loan made by

the board under s- ssy‘ 5 17 (3) bh)or Le_t)@_ 620 22 (2), or under s. 25.182, keep the
building shall be kept msured for at least tbfe unpald amount of the loan or any larger
amount that may be necessary to comp1§7 Wlth any coinsurance clause inserted in or
attached to the policy. When the fullfmsurable value of the building is less than the

unpaid amount of the loan, the buﬂdmg shall be kept insured for the full insurable

value of the building.
SECTION 38. 25.17 (12) (a) and (b) of the statutes are amended to read:
25.17 (12) (a) The cémmlssmnér of insurance in the investment of the state
local government prop_er_ty insurance fund
(b) The commlssmner of insurance, ﬁhe state treasurer, the secretary of state

and the attorney general in the mvestment (}f the state life insurance fund;

SECTION 39 25.17 (12) (c) and (13) of the%statutes are repealed.

SECTION 40 25.17 (15) of the statutes is repealed

SECTIGN 41. 25.17 (63) of the statutes is creatégi to read:

25. 17 (63) If requested by the Health Insurance Rrsk Sharing Plan Authority,

\
invest ﬁmds of the Health Insurance Risk-Sharing Plar%\Authorlty in the state
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fm 42. 2517 (65) of the statutes is repealed ~ ,,,,,,,,
‘ % SECTION 43. 25.17 (70) (intro.) of the statutes is amended to read V
% 25.17 (70) (intro.) No later than June-30 December 31 of every odd—m;cmbered
vedﬁgumbered year, after receiving a report from the department of commerce
under s 560 08 (2) (m) and in consultation with the department of commerce, submit
bo the governor and to the presiding officer of each house of the legislature a plan for
making mvestments in this state. The purpose of the plan is to encourage the board

f'

to make the max1mum amount of 1nvestments in this state, subject to s. 25.15 and

éons1stent Wlth the statutory purpose of each trust or fund managed by the board.
’ﬁhe plan shall dlscuss potential mvestments to be made during the first-to-5th fiseal
years—fellemng calendar years beg;nmng with the year after submittal, and shall
npclude but not be hmlted to, the followmg

SECTION 44. 25.17 (70) (b) (intro.) of the statutes is amended to read:

25.17 (70) (b) (1ntro) Nonbmdmg management objectives for each fiseal

alendar year stated, as approprlate as a dollar amount or as a percentage of the

SN,

total amount of all mvestments made by the board, for the following:

SECTION 45. 25 17 (70) (d) of the statutes is amended to read:

25.17 (70) (d} Comments solicited from the secretary of commerce and received

5 by the board 01;1 or before May-31 November 30 of the year of submittal.

SECTION 46 25.18 (1) (e) of the statutes lS amended to read:
25. 18 ( (1) (e) Take such action as may be ﬁecessarv to make investments in
mortgage loans or in the purchase of interests in reai estate in any other state or in

Ganada any other developed country in which 1nvestmgnt is authorized, including

but not excluding because of enumeration, qualifying to do business, filing reports,

‘% f,

?
§
|
;
s
é

;
z
s
E
é
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E paymg franchise, license or other fees ix};@}taxes de&gnatmg agents, designating an
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[
5; a ﬂatmnaﬂy recognized statzstxcai ra:tmg serviee organization.
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T e,

s TS

office and subjecting itself to suit. f
SECTI@N 47. 25.18 (1) (o) of the statutes is amended to read:
AN e
25.18 (1) (o} Invesf any of the assets of the permanent endowment fund in any

investment that ,,zs fhkauthorlzed investment for assets in the core retirement

mvestment ;rust &nder—s—\gé—]ﬂ—@} or assets-in the variable retirement investment

trust uﬂaer s. 2—5—3:7—45} 25.182.
SECTION 48. 25.182 of the statutes is created to read:

25.182 Management authority for certain funds. In addition to the
management authority provided under any other provision of law, and
notwithstanding any limitation on the board’s management authority provided
under any other provision of law, the board shall have authority to manage the
money and property of the core retirement investment trust and, subject tos. 25.17
(5), the variable retirement investment trust in any manner that does not violate the
standard of responsibility specified in s. 25.15 (2).

{mm?@wmww ,,,,,,,,,,

S

st S

5 -
PR

SECTION 49. 25 183 (1) (a) 6e. of the statutes is amendeﬁ to read:

%’\ /

|
| % 183 (1) (a) 6e. Any collateralized mortgage obhgatlon or other asset-backed
|
|

securlty Whlch either has one of the 2 hlghest ratings given by a nationally

recognized ﬁgtlstmal rating serviee 0 g@lzatmn or is backed or collateralized by

insured mstruments guarantees or/piedges of the federal government, this state or

f

an agency of the fe&“eral government or this state.
SECTION 50. 25. 18,8 (1) (a) 6m. a. of the statutes is amended to read:
25.183 (1) (a) Sm a. ‘Q\}e counterparty to the transaction is rated in, or has

outstandmg kmg—term debt Wh}ch is rated in, one of the 2 highest ratings given by

/
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P ,%S%ECTION 51. 560.08 (2) (m) of the statutes is amended to read: \

568?7&(%22%(m) N " than January-1 November 30 of each edd-numbered %
!even-—numbered"; g \
of investment '1 businesses ittt is state which will have the greatest likelihood of \E
enhancmgfﬁ;COHOmiC development mthls state. AWMMWWW”WWMwwj

(END)



. Message : Page 1 of 2

Gary, Aaron

From: Sandy.Drew [sandy.drew@swib.state.wi.us]

Sent: Friday, October 19, 2007 5:04 PM

To: Gary, Aaron

Cc: Jane.Hamblen

Subject: FW: Draft review: LRB 07-3122/2 Topic: SWIB modernization changes; core and variable trust

investment authority under SWIB standard of responsibility
Attachments: LRB-3122_2

Dear Aaron,

I've got another amendment for you. OCI is going to include the language regarding the Local Government
Property Insurance Fund in their remedial bill, so will you please remove it from ours? We may make it to a one-
pageryet. ‘When you do that, will you please make the same changes to the draft for the second house? | really
hope to get the jackets o the authors on Monday if possible, but | know the budget may interfere as it sounds like
they are making a little headway.

Thanks and have a good weekend

Sandy Drew

Legislative & Beneficiary Liaison
State of Wisconsin Investment Board
608-261-0182

From: Parisi, Lori [mailto:Lori.Parisi@legis.wisconsin.gov]
Sent: Thursday, October 18, 2007 12:07 PM

To: Sandy.Drew
Subject: Draft review: LRB 07-3122/2 Topic: SWIB modernization changes; core and variable trust investment

authority under SWIB standard of responsibility

State of Wisconsin - Legislative Reference Bureau
One East Main Street - Suite 200 - Madison

The attached draft was prepared at your request. Please review it carefully to ensure that it
satisfies your intent. If you have any questions concerning the draft or would like to have it redrafted,

One East Main Street, Suite 200.
If you would like to jacket the draft for introduction, please click on the appropriate button below.

Please select only one button. If you wish to introduce this draft in both houses please contact the
drafting attorney to have a companion bill drafted.

Jacket for the
ASSEMBLY

Jacket for the

10/22/2007
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1
2 25.156 (10), 25.17 (2) (g) and 25.182 of the statutes; relating to: investments
3 and operations of the State of Wisconsin Investment Board.

Analysis by the Legislative Reference Bureau

Under current law, the State of Wisconsin Investment Board (SWIB) has
authority to manage and invest Wisconsin Retirement System contributions, which
comprise the public employee trust fund. A core retirement investment trust (core
trust) and a variable retirement investment trust (variable trust) are maintained in
the public employee trust fund. SWIB may invest assets of the core trust and the
variable trust in specific classes of investments enumerated by statute (authorized
lists).

Under this bill, instead of its investment authority being limited to the
authorized lists, SWIB may manage the money and property of the core trust and the
variable trust in any manner that does not violate SWIB’s standard of responsibility.
However, SWIB must continue to invest assets of the variable trust primarily in
equity securities. SWIB’s standard of responsibility is: (1) to manage the money and
property with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent person acting in a similar capacity, with the same
resources, and familiar with like matters, exercises in the conduct of an enterprise
of a like character with like aims; (2) to diversify investments in order to minimize
the risk of large losses, unless under the circumstances it is clearly prudent not to
do so, considering each trust’s or fund’s portfolio as a whole at any point in time; and
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(3) to administer assets of each trust or fund solely for the purpose of ensuring the
fulfillment of the purpose of each trust or fund at a reasonable cost and not for any
other purpose.

The bill also makes minor modifications to SWIB’s statutory standard of
responsibility with respect to terminology and interaction with other statutory
provisions. In so doing, the bill clarifies two exceptions when the standard of
responsibility described above does not apply to SWIB.

Under current law, the building commission may direct that moneys resulting
from certain public debt be deposited in funds or accounts created or designated by
a building commission resolution. Moneys deposited or held in these funds or
accounts may be invested in any obligations specified by a building commission
resolution. This bill explicitly authorizes SWIB to manage these funds and specifies
that SWIB must invest these funds as provided by the building commission
resolution and, in doing so, is relieved of its statutory standard of responsibility.

The bill specifies that provisions of current law related to lawsuits against
public officers and employees also apply to the members of SWIB (SWIB trustees),
including provisions related to payment of judgments against public officers or

employees actmg in then‘ ofﬁmal capamty or carrymg out public dumes

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 25.15 (2) (intro.) of the statutes is amended to read:

25.15 (2) STANDARD OF RESPONSIBILITY. (intro.) Except as provided in s. 25.17
(2) & and (3) (¢), the standard of responsibility applied to the board when it invests
manages money or and property shall be all of the following:

SECTION 2. 25.15 (2) (a) of the statutes is amended to read:

25.15 (2) (a) To invest;-sell, reinvest-and-collect-income-and-rents manage the
money and property with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person acting in a similar capacity,
with the same resources, and familiar with like matters exercises in the conduct of
an enterprise of a like character with like aims.

SECTION 3. 25.156 (10) of the statutes is created to read:
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25.156 (10) The provisions of s. 895.46 (1) apply to the members of the board.

SECTION 4. 25.17 (2) (g) of the statutes is created to read:

25.17 (2) (g) Notwithstanding any other provision of this chapter, invest any
funds that the building commission directs the board to invest by resolution under
s. 18.04 (6) (c) as specified by such resolution. In making investments under this
paragraph, the board shall accept the terms and conditions specified in the
resolution and is relieved of any obligations relevant to prudent investment of the

fund, including those set forth under s. 25.15 (2).

%TION 5. .17 (3) (a) of the statutes 1;~Mé£énded to rf\?‘afd ,,,,, - \

) (a) Invest the cﬁre ret1rement mvestment tﬂ{st state life fum}, loca %

;’ f

|

; overs ment roperty insutance fund Veteran;s trust fund and mJureci”"pat;génts and |
/ ) / %"

gf /

5

fam1hes compensaﬂ:}c‘;'n fund in loans, securltles, and any - other mvestments s
L / / ‘f E
i

stock of con}ﬁémes engaged in the ﬁnance ]3{131 /9Sﬂivhether as drrect lenders er as
/ ,/ /

holdmg compames owning sub81d1arles ngaged in the ﬁnam’:e busmess
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Investments permltted by sub. (4) are 4 ermltted investments under this subsectmn
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SECTION 6. 25.182 of the statutes is created to read:

25.182 Management authority for certain funds. In addition to the
management authority provided under any other provision of law, and
notwithstanding any limitation on the board’s management authority provided
under any other provision of law, the board shall have authority to manage the
money and property of the core retirement investment trust and, subject to s. 25.17
(5), the variable retirement investment trust in any manner that does not violate the
standard of responsibility specified in s. 25.15 (2).

(END)



Message Page 1 of 2

Gary, Aaron

From: Sandy.Drew [sandy.drew@swib.state.wi.us]
Sent:  Monday, October 22, 2007 2:38 PM

To: Gary, Aaron

Subject: RE: Mea culpa

Yes, plus the last paragraph of the analysis.

Sandy Drew

Legislative & Beneficiary Liaison
State of Wisconsin Investment Board
608-261-0182

From: Gary, Aaron [mailto:Aaron,Gary@legis.wisconsin.gov]
Sent: Monday, October 22, 2007 2:10 PM

To: Sandy.Drew

Subject: RE: Mea culpa

That's OK. You just want bill section 3 taken out, right?

Aaron

Aaron R. Gary

Legislative Atforney.
Legislative Reference Bureau
608.261.6926 (voice)
608.264.6948 (fax)
aaron.gary@legis.state.wi.us

From: Sandy.Drew [mailto:sandy.drew@swib.state.wi.us]
Sent: Monday, October 22, 2007 1:46 PM

To: Gary, Aaron

Subject: Mea culpa

Aaron,

There were so many emails flying back and forth last week about the indemnity and insurance provisions in
the bill. Somehow | thought you had gotten the word to pull the indemnity provision as well as the
insurance language. But, | discovered a short while ago that you hadn't. So, we will need one more draft
free of the indemnity language. | promise - no more draft requests after this one.

Thanks.

Sandy Drew
Legislative & Beneficiary Liaison

10/22/2007
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AN ACT to ameyé.w (2) (intro.) and 25.15 (2) (a); and fo create 25.156 (10),
25.17 (2) (g) and 25.182 of the statutes; relating to: investments and

operations of the State of Wisconsin Investment Board.

Analysis by the Legislative Reference Bureau

Under current law, the State of Wisconsin Investment Board (SWIB) has
authority to manage and invest Wisconsin Retirement System contributions, which
comprise the public employee trust fund. A core retirement investment trust (core
trust) and a variable retirement investment trust (variable trust) are maintained in
the public employee trust fund. SWIB may invest assets of the core trust and the
variable trust in specific classes of investments enumerated by statute (authorized
lists).

Under this bill, instead of its investment authority being limited to the
authorized lists, SWIB may manage the money and property of the core trust and the
variable trust in any manner that does not violate SWIB’s standard of responsibility.
However, SWIB must continue to invest assets of the variable trust primarily in
equity securities. SWIB’s standard of responsibility is: (1) to manage the money and
property with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent person acting in a similar capacity, with the same
resources, and familiar with like matters, exercises in the conduct of an enterprise
of a like character with like aims; (2) to diversify investments in order to minimize
the risk of large losses, unless under the circumstances it is clearly prudent not to
do so, considering each trust’s or fund’s portfolio as a whole at any point in time; and
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(3) to administer assets of each trust or fund solely for the purpose of ensuring the
fulfillment of the purpose of each trust or fund at a reasonable cost and not for any
other purpose.

The bill also makes minor modifications to SWIB’s statutory standard of
responsibility with respect to terminology and interaction with other statutory
provisions. In so doing, the bill clarifies two exceptions when the standard of
responsibility described above does not apply to SWIB.

Under current law, the building commission may direct that moneys resulting
from certain public debt be deposited in funds or accounts created or designated by
a building commission resolution. Moneys deposited or held in these funds or
accounts may be invested in any obligations specified by a building commission
resolution. This bill explicitly authorizes SWIB to manage these funds and specifies
that SWIB must invest these funds as provided by the building commission

resolution and, in doing so, is relieved of its statutory standard of responsibility.

e bill specifies that provisions ef current law related to-lawsuits against ]
) public ofﬁce and employées also apply to the members of SWIB (SWIB trustees), | /
| includin prowsmns ated to payment of j gments against public ofﬁcepé orf

ial capacity or carrying out public duties. -

The people of the state of Wisconsin, represented in senate and assembly, do

enact as follows:

SeEcTION 1. 25.15 (2) (intro.) of the statutes is amended to read:

25.15 (2) STANDARD OF RESPONSIBILITY. (intro.) Except as provided in s. 25.17
(2) 6 and (3) (¢), the standard of responsibility applied to the board when it invests
manages money or and property shall be all of the following:

SECTION 2. 25.15 (2) (a) of the statutes is amended to read:

25.15(2) (a) To1 ; —rei } manage the
money and property with the care, skill, prudence and diligence under the
circumstances then prevailing that a prudent person acting in a similar capacity,
with the same resources, and familiar with like matters exercises in the conduct of

an enterprise of a like character with like aims.

SECTION 3. 25.156 (10) of the ft?tf(es is created to read: -/
25156 (10) Tbé@ovisions of & 895.46 (1) apply to the members of 9&4@3&1.
’ / { ,

H 7
4

!
I
i
i
H
!

f

/
e 7
\/ /

g



O 0 3 O Ut W N e

o el - T S G T
SOt R W =D

2007 - 2008 Legislature -3~ LRfﬁélsiﬁ

BILL SECTION 4

SECTION 4. 25.17 (2) (g) of the statutes is created to read:

25.17 (2) (g) Notwithstanding any other provision of this chapter, invest any
funds that the building commission directs the board to invest by resolution under
s. 18.04 (6) (c) as specified by such resolution. In making investments under this
paragraph, the board shall accept the terms and conditions specified in the
resolution and is relieved of any obligations relevant to prudent investment of the
fund, including those set forth under s. 25.15 (2).

SECTION 5. 25.182 of the statutes is created to read:

25.182 Management authority for certain funds. In addition to the
management authority provided under any other provision of law, and
notwithstanding any limitation on the board’s management authority provided
under any other provision of law, the board shall have authority to manage the
money and property of the core retirement investment trust and, subject to s. 25.17
(5), the variable retirement investment trust in any manner that does not violate the
standard of responsibility specified in s. 25.15 (2).

(END)
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ASSEMBLY BILL 623 (LRB -3122)
Relating to: investments and operations of the State of Wisconsin Investment Board.
Introduced by Representatives Newcomer, Vos, Zepnick, Hahn, Petrowski, A. Ott, Cullen and Albers; cosponsored by
Senators Sullivan, Darling, Lassa, Risser, Olsen, Wirch, Taylor, Schultz, Breske and Roessler.

Referred to Financial Institutions.
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2007 ASSEMBLY BILL 623

December 11, 2007 - Introduced by Representatives NEWCOMER, VOS, ZEPNICK,
HAHN, PETROWSKI, A. OTT, CULLEN and ALBERS, cosponsored by Senators
VINEHOUTIDARLING, LAssA, RISSER, OLSEN, WIRCH, TAYLOR, SCHULTZ, BRESKE and

ROESSLER. Referred to Committee on Financial Institutions.

AN ACT to amend 25.15 (2) (intro.) and 25.15 (2) (a); and fo create 25.17 (2) (g)
and 25.182 of the statutes; relating to: investments and operations of the State

of Wisconsin Investment Board.

Analysis by the Legislative Reference Bureau

Under current law, the State of Wisconsin Investment Board (SWIB) has
authority to manage and invest Wisconsin Retirement System contributions, which
comprise the public employee trust fund. A core retirement investment trust (core
trust) and a variable retirement investment trust (variable trust) are maintained in
the public employee trust fund. SWIB may invest assets of the core trust and the
variable trust in specific classes of investments enumerated by statute (authorized
lists).

Under this bill, instead of its investment authority being limited to the
authorized lists, SWIB may manage the money and property of the core trust and the
variable trust in any manner that does not violate SWIB’s standard of responsibility.
However, SWIB must continue to invest assets of the variable trust primarily in
equity securities. SWIB’s standard of responsibility is: (1) to manage the money and
property with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent person acting in a similar capacity, with the same
resources, and familiar with like matters, exercises in the conduct of an enterprise
of a like character with like aims; (2) to diversify investments in order to minimize
the risk of large losses, unless under the circumstances it is clearly prudent not to
do so, considering each trust’s or fund’s portfolio as a whole at any point in time; and



